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Every business firm of an industrial sector should have a
competitive strategy. The banking sector in Hong Kong makes no
exception. Since competition in this sector is keen, an effective
competitive strategy is of paramount importance to a bank which
wants to stay in this market.
The purpose of this research is to identify existing
competitive strategies of major banks in respect to their
institutional bank marketing. The size and influence of various
corporations has long promised a unique and important market for the
banks. In this context, four factors are considered to be important
to a competition analysis for the institutional banking sector.
First, opportunities and threats in the market second, strengths
and weaknesses of a bank third, the needs of the customers-
corporations and fourth, competitors banks strategies. By
relating each bank's competitive strategy with these four factors,
it is hoped that several implications which are of value to both the
bankers and the corporations could be drawn.
Based on the findings, the selected banks under the study have
adopted quite different competitive strategies. The main reason for
the difference in their policies lies in the management philosophy
and the strengths of each bank.
Apart from only stating the facts, several recommendations
concerning relative emphasis on different functional areas and
various factors within each functional area are also given by the
study.
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2Chapter I
INTRODUCTION
The banking industry in Hong Kong has a history of over 100
years. For a long time, the market was dominated by a few large
banks. Their general policies seemed to be quite conservative and
their traditional business was confined to trade financing and
commercial credit.
However, with the increased development of Hong Kong economy
and other related factors, the banking sector in Hong Kong has grown
rapidly. This was especially accelerated by the Governments
relaxation of the moratorium on new bank licenses in 1978 and 1981
respectively. The number of licensed banks has greatly increased
since then and their business areas have also expanded. For
instance, the total number of 1 icensed banks in Hong Kong has
increased to 141 in April 1985, as against 74 at the end of 1977.
Moreover, apart from participating in trade financing and commercial
credit, many of them also engage in other bank-related activities,
e.g., consumer loan, trust service, etc.
All these developments have undoubtedly led to a higher degree
of competition in the banking market. In order to be able to stay
in the sector, the banks must formulate competitive strategies to
strengthen their relative position in the market.
As a matter of fact, every firm of an industrial sector should
have a competitive strategy, which could be developed explicitly
1 Information was obtained from the Office of the Commissioner of
Banking.
3through a planning process or evolved implicitly through the
activities of the various functional departrrents of the firm. The
main objective of this research is to explore and analyse the
competitive strategies of existing banks in Hong Kong. Because of
the limited resources, the research area of this study is confined
to institutional banking.
1.1 Objectives of the Study
The objectives of this study are as follows:
1. To study the competitve strategies of leading banks in the area
of institutional banking.
2. To understand the needs of corporations.
To evaluate and compare the effectiveness of the strategies.3.
4. To draw any implications and recommendations concerning these
strategies.
1.2 Reasons for the Study
As mentioned before, the competition of the banking industry
in Hong Kong is very keen as reflected by the large number of
branches of licensed banks-- 141 in Apirl, 1985. Since the number
of corporations or institutions in Hong Kong is large and difficult
to estimate, the degree of competition in the sector of
institutional banking can be reflected by using the indicator of the
number of people (or potential custcgners) per branch of licensed
2 Information was obtained from the Office of the Corrimisioner of
banking.
4banks. During 1978- 85, the number of people per branch decreased
from 5,500 to 3,500, a decrease more than 30%. This has obviously
resulted in a higher competitive pressure on the banks.
The reasons for this study are primarily three: First, the
large number of corporations in Hong Kong has provided a significant
institutional market for the banks. As a matter of fact, many
licensed banks in Hong Kong are engaged only in wholesale banking.
The needs of individual consumers in the retail banking sector are
quite different from those of the institutional banking sector. The
needs of consumers are much more sophisticated and heterogeneous,
and they are not easy to identify even though a market survey is
conducted. It is comparatively more convenient for the banks to
concentrate their market segment in the area of institutional
banking. Second, most firms have a competitive strategy to maintain
or to improve their relative position in the relevant industrial
sector. To formulate a competitive strategy, an evaluation of both
external (opportunities and threats in the market) and internal (own
strengths and weaknesses) factors is required. A comparative
analysis of competitive strategies of different banks will give a
better picture of the bank marketing in Hong Kong. Third, through
this in-depth study in the institutional banking sector, both the
banks and the corporations can be beneficiaries from this study
because useful information and data provided by this study can act
as the basis for a banks planning for improving its services to the
clients.
51.3 Scope of the Study
As mentioned earlier, this study focuses on institional banking
in Hong Kong. Institutional Banking is defined in this study as a
banking activity whose target customers are institutions (or
corporations) instead of individual consumers. The needs of the
institutions in the banking sector has been identified.
Due to the limitations of time and resources, the banks under
this study are restricted to three leading bank groups in Hong Kong:
The Hongkong and Shanghai Bank Group, the Bank of China Group, and
the American Bank Group. Because of the market leader position of
the Hong Kong Bank Group, the emphasis in this study will be placed
on the other two groups, particularly in respect to their
competitive strategies against the market leader. A survey on
the needs of the corporations was conducted in order to identify
their needs. For the sake of simplicity and practicability, only
public companies are included in the survey because of their
representativeness in respect to their better organizations and
financial strengths their opinions and attitudes can reflect the
needs of other corporations to a reasonably high degree.
1.4 Outline of the Report
This research report consists of seven chapters. Chapter I
states the objectives and the reasons for carrying out this research
study. The scope of the research is also defined. Theorectical
framework about the study is shown in Chapter II. Chapter III is
devoted to a discussion of how the research is being done, which
6includes sources of data, contents of interviews and the survey,
organization of the study and its limitations. This is followed by
Chapter IV, where a discussion of the new development, opportunities
and threats present in the banking industry is involved. In Chapter
V, the main findings from the research are presented, where the
different banks selected are compared in various aspects of their
competitive strategies. Chapter VI will analyse the needs of the
customers. The final chapter will discuss the implications of the
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Institutional banking is defined here as any banking activities
offered to institutions instead of individual consumers. According
to an introduction booklet of the Citibank, A Brief Introduction, it
means a full range of financial services to business, governmental,
health, educational and charitable organizations. Some typical
examples are Hong Kong dollar and foreign currency loan, trade
financing, trust services, and other information and advisory
services.
2.2 What is a Competitive Strategy?
Every firm of an industry has a competitive strategy. This
could be defined as its posture in the market.1 According to
Porter,2 the strategy may have been developed explicitly through a
planning process or it may have evolved implicitly through the
activities of the various functional departments of the firm.
1 Derek Abell, Competitive Market Strategies: Some Generalizations
and Hypotheses, Market Science Institute 1975, pp. iii
2 Porter, M.E., Competitive Strategy, The Free Press, 1980, pp.
xiii
92.3 Context in which Competitive Strategy is Formulated
Exhibit 2.1 illustrates that a formulation of a competitive
strategy should consider different key factors. Factors internal
to the ccxnpany include the ccrnpany strengths and weaknesses, and the
personal values of the key implementers. Extezna l factors, on the
other hand, include industry opportunities and threats, and broader
societal expectations.3



























3 Porter, M.E., Competitive strategy, the Free Press, 1980, pp.
xviii
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According to the exhibit, the different factors are related
with one another. They must be considered before a business can
develop a realistic and implementable set of goals and policies.
Due to practical limitations, this study would, however, only
concentrate on the company strengths and weaknesses, and industry
opportunities and threats. The canpany's strengths and weaknesses
are its assets and expertise relative to its ccrnpetitors. On the
other hand, industry opportunities and threats define the
competitive environment with its potential rewards and attendant
risks.
2.4 Forces driving Industry Competitions
From the same book by Porter, the essence of formulating
competitive strategy is relating a company to its environment.
The major aspect of a firm's environment is obviously the industry
in which it competes.
According to Porter, the state of competition in an industry
depends on five basic competitive forces, which are shown in
Exhibit 2.2.4-This concept of extended rivalry describes competition
as consisting of five forces: threat of entry, threat of
substitutes, bargaining power of suppliers, bargaining power of
buyers, and rivalry among competitors.
4 Porter, M.E., Competitive Strategy, the Free Press, 1980,
p.p. 3-4
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The main focus of this study will be on the rivalry among
competitors which is probably the most important factor to firms
when formulating their competitive strategies
2.5 Strategic Options
A firm has usually different competitive strategies from which
to choose. For selecting a proper strategy, the above-mentioned
factors must be taken into consideration. Though different
scientific and sophisticated approaches have been developed for the
selection of decisions, they are usually very difficult to apply in
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practice. The difficulty in collecting adequate data has made a
detail analysis impossible. Hence, a more on-the-ground approach is
employed by this research.
Each banks competitive strategy is shown by its emphasis on
important functional areas. These include Products and Services,
Pricing, Credit Management, Quality of Account Officers,
Operational Efficiency, Image, and Distribution. Furthermore,
relative emphasis on different factors within each of the
functional areas are also shown. By relating this information
with other competitors, the industry opportunities and
threats, and the needs of the customers (i.e., the
corporations), it is hoped that meaningful implications and
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3.1 Sources of Data
There are three principal sources of data for this study.
a) Literature research
An extensive literal review was carried out during the study.
This was started early as background knowledge about the research
should be obtained prior to other activities. Moreover, by
collecting some useful secondary information, the design of
questionaires and analysis of findings were facilitated.
b) Mailed questionaires
As mentioned in Chapter I, a survey was conducted to collect
the information on the needs of various corporations, which ould
indirectly reflect the effectiveness of the competitive strategies
of the three bank groups.
c) Personal interviews
In order to collect information on the competitive strategies
of the three bank groups, a number of in-depth interviews with the
high ranking executives of these-three bank groups were conducted.
Questionaires were used for the interviews of the bank executives.
The major problem of collecting data in this study was the
unwillingness of the bank executives for talking about any
information related to their competitive strategies, which were
15
considered critical and confidential. The Hong Kong Bank refused to
talk about his competitive strategy and didnt allow any interviews.
Since no research work on the canpetition in banking sector has ever
been undertaken in the past, a number of interviews with the persons
who have good knowledge in this area were made in order to obtain
the relevant information about the competitive strategy of the Hong
Kong Bank Group.
3.2 The Bank Groups under the Study
In this study, only the Hong Kong Bank Group, the Bank of China
Group, and the American Bank Group were considered. Since
competitive strategies of the American banks are quite different in
nature, the Citibank, the Chase Manhattan Bank, and the Bank of
America were chosen as the objects for this study because of their
leading positions among the American banks.
The samples of the public companies, on the other hand, was
randomly drawn from Database- the Public Companies in Hong Kong,
1985.
3.3 Interviews and the Survey
a) Contents of the interview with.the bank executives
For the purpose of collecting information data systematically,
a questionaire (Appendix I) was designed to be filled by the bank
executives when they were interviewed. With regards to their
present competitive strategy, the questionaires contained questions
in the following areas:
1. Basic attributes of the bank
16
2. Relative emphasis on the following functional areas:-
i) Products and services
ii) Pricing
iii) Credit management




3. Relative emphasis on various factors within each of the
functional areas.
In addition, opinions and ccxnments on related matters were
also obtained from the bank executives.
b) Contents of the questionaires to be filled by the corporations
The format of the questionaires (Appendix II) for the
corporation was similar to that sent to the bank executives. The
financial controllers were the target respondents of the survey, and
their opinions were obtained regarding the following areas:
1. Basic attributes of the corporations
2 Relative importance of the banks performance in various
functional areas (same as shown in (a)).
3. Relative importance of the various factors within each
functional area (same as (a)).
c) The response rate
As mentioned before, the Hong Kong Bank did not accede to any
request concerning its competitive strategy. There were also some
difficulties in obtaining similar information from the Bank of China
Group. By attending additional interviews with the persons who have
good knowledge in this area, nevertheless, information of the
17
competitive strategies of the three bank groups were obtained.
With regards to the corporations, altogether twenty-three
completed questionaires out of fifty sent were returned. All of
them were usable, which accounted for a response rate of 46%.
3.4 Organization of the Study
The research began with an exploratory study which included
literature research, and discussion with various knowledgeable
persons in this aspect. The aim was to get a general understanding
of the area under study, and to set the direction of the research.
The second step was to collect field data. Activities
consisted of interviewing with the senior executives of the three
bank groups, and mailing and collecting questionaires to and from
the sample corporations.
This was then followed by data analysis and processing.
Implications were then drawn and derived from this study.
3.5 Limitations
One major drawback of this study canes from the fact that the
banks are usually reluctant to disclose information in this aspect.
Since some of the data required are considered critical and
confidential by some banks, second-best alternatives had to be used
to obtain these data.
The other limitation of this study stems from its inherent
design. It may be misleading to generalize that banks within the
same group would have identical competitive strategies. To
overcome this problem, any significant differences in these
18
strategies will be pinpointed in the analysis.
Besides, the sample size of 50 may not be large enough for the
corporations. Since only 23 questionaires were received, detail
statistical analysis is not possible.
Another weakness of the study lies in its 'transactional
nature. The information in this research may be outdated by time.
In fact, most of the above problems are primarily caused by the
lack of resources. Since this is an individual research project










INSTITUTIONAL BANKING IN HONG KONG- OPPORTUNITIES AND THREATS
4.1 Introduction
The financial sector,, apart from growing in domestic
importance, has long been of international importance. Banks
undoubtedly play a very important role in this aspect. With other
deposit-taking institutions, they ccmbine to provide a wide range of
financial and related services to both local and international
customers. The growing importance of the financial sector can be
seen from its rising contribution to the GDP of Hong Kong from 6.9
per cent in 1980 to 7.4 per cent in 1982.
Banking business is basically a service industry. As such,
banks could only survive and maximize their profits in the long run
by responding constructively to the changing economic and financial
needs of the society in which they operate. During the past few
years, a number of important changes have evolved in Hong Kong. The
following discussion mainly focuses on the recent developments of
the banking business, with their probable impacts on the
competitive environment of the industry.
4.2 Recent Developrrents
a) Deposit growth rate is greater than loan growth rate
Up to November, 1984, the total amount of deposit for the whole
industry was HK$354.8 billion. This has shown an increase of 21.4%
1 Hong Kong 1985, Government Information Services, 1985
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over the amount in 1983. However, for the same period, the loan
amount was HK$419.6 billion, which just showed an increase of 7.22%
over the figure for the previous year.
One major reason for the slow loan growth rate is that there
seems to be little improvement in the domestic economy. Another
reason is that the international loan demand is also diminishing.
Among the domestic loans, the property sector and the
manufacturing sector have shown the largest increase. Up to
September 1984, the loan amount towards the property sector was HK$
28.3 billion and towards the manufacturing sector was HK$ 19.7
billion. Compared to the corresponding figures at the end of 1983,
the increase rates were 12.59% and 5.4% respectively. While these
sectors have indicated an increase of loan demand, different
pictures are drawn in other sectors. For instance, loan demand for
the transport sector and building sector seems to be stagnant. The
increase rates were only 0.3% and 2.84% respectively. For the
wholesale and retail business sector, the financial institutions
sector and personal loan, there is even a drop in demand. This
can be seen by the fact that loan amount for these three sectors
have been decreased by 2.40, 5.87% and 6.41% respectively when
compared to the corresponding figures at the end of 1983.
b) The financial system is getting strengthened
After the 1983 financial crisis, and the smooth processing of
2 Source: Census and Statistics Department
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the discussion on the future of Hong Kong, the Hong Kong trade
balance showed a surplus last year. Besides, the exchange rate
of U.S. dollar to H.K. dollar is becoming fixed, and is long standing
strongly around the 7.8 value. The recovery of confidence of people
towards H.K. dollar can be seen by the fact that the H.K. dollar
deposit amount has been greatly increased during last year. The
21.96% increase rate is even greater than the corresponding figure
for the foreign currency deposit amount, which is only 20.79%.
Furthermore, with greater attention paid by the Government on
the regulation of this area, the whole banking business is getting
strengthened. The dismissal of several ill-run deposit-taking
companies led to a rise in quality and more healthy growth for the
whole industry.
c) A safer but more flexible approach is employed by most banks
At present, most of the banks adopt a safer but more flexible
approach in running their business. This leads to both unloading of
burden and improvement of general performance.
Some major events are discussed here. First, the distribution
network has been carefully adjusted. The closing down or
consolidation of branches amounted to 25 last year. With the
establishment of only 35 new branches within the same period,
3 On December 19, 1984, the Sino-British Joint Declaration on the
Future of Hong Kong was signed.
4 During writing of this research, the Banking Con-mission is
considering several bank supervisory reforms. One of which
would be most probably on establishment of appropriate liquidity
controls.
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practically the number of branches has only increased by 10. This
was obviously much slower than as before.
Second, the gradual up-turn of the property market has given a
chance for the banks to minimize the losses incurred from mortgaged
loans before. Working capital condition can also be improved.
Third, the fluctuating downward movement of local interest
rates also lowers the cost of capital. For instance, the best-
lending rate was 11% at the end of 1984 whereas at the beginning of
the same year it was 12.5%.
d) More business activities are taken by foreign banks
The further development of Hong Kong as a major international
financial centre seems to attract more and more attention from
world-wide capital sources. For example, during 1984, five foreign
banks had applied to establish branches in Hong Kong. Taking-over
of dcmestic banks have also been significantly increased. Moreover,
foreign banks are also making use of their establishment in Hong
Kong to develop business with China. According to informal
statistics, in 1984 there were altogether six raisings of syndicated
loans by the foreign banks in financing development projects in
China. The total amount involved was around two billion Hong Kong
dollars.
5 Up to April 1985, the number of branches has decreased by two
more. The new figure is 1405.
6 Source: Hong Kong Association of Banks
7 Source: Private contact with connected bankers
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4.3 Future Forecast
General improvement in recent performance of the banking
industry seems to be due to several reasons. First, the world-wide
economy is continually improving from recession. For instance,
U.S.A., the most important trading partner of Hong Kong, has shown
an increase of 6% in its international trade in 1984. Second,
agreement upon the future of Hong Kong has been successfully and
smoothly made. The positive acceptance of the agreement can be seen
by the strong standing of the Hong Kong dollar, and the increase of
confidence in investment. Third, commitment to the modernization
and open of domestic market by the Chinese Government has put Hong
kong in a very advantageous position. Acting like a bridge between
the Chinese side and foreign firms, banks in Hong Kong obviously
would play a very important role in this aspect.
Apart from these industry opportunities, there is still a
number of problems at present. First, there is little increase in
long-term capital investment. Second, the increase in internal
demand is still comparatively low. Third, the negative impact of
the property crisis has not yet been fully cleared. Heavy burdens
are still borne by some property companies and banks. Closing-
down of corporations because of troubles in the property market are
occasionally present.
With the above discussion on industry opportunities and threats
in mind, some probable future developments in the banking industry
are discussed below.
First, the competition should get more and more vigorous
because supply of capital is higher than demand. The situation
25
might get better because of gradual improvement of Hong Kong and
world-wide economies. Nonetheless, due to high probable loan risk
and keener competition in wholesale banking, more emphasis should be
paid to retail banking than before. The new direction of banks
might be an attraction of small accounts by providing various
related activities and services. To meet this end, market
development by promotion and extension of products and services
might become more important.
Second, the connection between Hong Kong and China will get
stronger and stronger. This is particularly appealing to the
banking sector. For instance, a seminar was held in November last
year by Bank of China Group on investment in China. During the
seminar, several agreements were signed. Totally 443 items with an
amount of 33 million Hong Kong dollars were involved.
Third, there is a trend for the banks to get into the areas of
electronic banking and international banking. The increases in
number of automatic teller machines (ATMs) and multi-functional
accounts are just some examples. Moreover, some foreign banks have
invested a lot of money on setting up a global communication
network. Such a trend will be expected to continue in future.
8 Private contact with Bank of China bankers
9 For example, Hong kong Bank introduced the Super ETC' account in
1985. This enables the account holder to have services
applied to both normal ATM, credit card and electronic funds
transfer point of sale.
10 For instance, the Bank of America extablished a large data-
processing center in Hong Kong in 1984. Citi-bank, on the other
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Chapter V
COMPARISON OF THE COMPETITIVE STRATEGIES OF THE BANK GROUPS
All the findings in this chapter come from the questionaires
completed by the executives of the surveyed bank groups. Other
sources like literal research and interviews with knowledgeable
persons were also sought to supplement these information.
5.1 Basic Attributes
Generally speaking, Hongkong Bank, which has a history over 100
years, is the most well-established bank in Hong Kong. Since 1865,
it has grown from a small locally incorporated bank into a major
international concern with over 1,000 offices operating in the
leading financial centres of the world. Hongkong Bank has about 300
branches and over four thousand employees. It provides a full range
of general banking services, which covers both the institutional and
individual banking areas. The number of automatic teller machines
(ATMs), which includes those from the Hang Seng Bank, is over 300.
The headquarter of the Bank of China (BOC) Group is located in
Beijing, China. It comprises 13 banks which have various length
of establishment here. Nevertheless, they were usually established
Although Hang Seng Bank is within the Hongkong Bank Group, most1
of the attention here is paid on Hong Kong Bank itself.
This is because there is close similarity between the two
banks practices, and Hong Kong Bank also has more
significant influence in the Group.
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in Hong Kong more than 30 years ago. For example, Kincheng Bank has
a local history of 32 years. While the 13 banks are grouped under
the same catagory, their sizes and business lines are in fact quite
heterogeneous and varied. For instance, in April 1985 Nanying
Commercial Bank has 39 branches whereas the number of branches of Po
Sang Bank is only 5. The former provides a more comprehensive range
of banking services, whereas the latter is famous for gold trading.
In spite of these differences, nevertheless, the 13 banks are
similar in their management structure and style. They are under the
same regulatory framework, and most of their major decisons are
under the control of a single body. Thus, it is practically
necessary to regard them as a single unit. The total number of
branches of the whole bank group is over 200. Moreover, through the
establishment of JETCO (Joint Electronic Teller Services Co. Ltd.),
the Bank Group has joined with other banks to provide cooperative
automatic teller machine (ATM) services. Up to April 1985, the
number of automatic teller machines in Hong Kong which can provide
services to the Group is more than 200. Taking the 13 banks
together, the Group also provides extensive banking services, both
in institutional banking and individual banking.
While the members of the Bank of China Group are under similar
2 Kincheng Bank, according to related source, is standing about
the middle position within the Group.
3 Up to April 1985, there are altogether 21 banks within JETCO.
Apart from the BOC group, the other members include Chase
Manhattan Bank, Bank of East Asia, Wing Lung Bank and six other
local banks.
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management framework, and most of their activities are coordinated
and regulated by the same authority, the American Bank Group in this
study consists of banks which are not formally connected together.
It must be noted the classification is based mainly on background
similarity. Citibank, Chase Manhattan Bank and Bank of America all
have their headquarters located in U.S.A. They have different
lengths of history in Hong Kong but most of them have had their
first establishment here for more than twenty years. All three
banks are well-known international banks and have extensive global
connections, especially in U.S.A. However, compared with the other
two bank groups, their scale of operation in Hong Kong is rather
small. The number of branches and automatic teller machines for
each of the three American banks is less than thirty. Due to the
relatively strong standing of the Hong Kong Bank Group and the Bank
of China Group in individual consumer banking, most of the resources
of the American banks are committed to institutional banking. ForJ
example, Bank of America quotes an 80% emphasis in institutional
banking and the corresponding figure given by Citibank is 70%.
4 For instance, Bank of America started its business in Hong Kong
in 1959.
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5.2 Objectives of entering Institutional Banking Market
EXHIBIT 5.1 OBJECTIVES OF ENTERING INSTITUTIONAL BANKING MARKET
least most
important important
1 2 3 4 5
BOC USB
a. net profit
b. increase market share
c. compete with others
d. facilitate the world-wide
banking operations
BOC: Bank of China Group
USB: U.S. Bank Group
All the three American banks rated net profit as the most
important objectives of entering the institutional banking market in
Hong Kong. The objectives "an increase in market share" and
"facilitate the world-wide banking operations" were considered also
important. With regard to the objective "competing with others,"
differences were found between them. Citibank considered the
objective "competition with others" much more important than the
other two banks, reflecting the aggressive attitudes of the Citibank
toward competitive strategy as compared with the other two American
banks.
For the BOC Group, none of the four objectives has been
considered important in the institutional banking. The main reasons
for this appear to to be that the socialist entreprises generally
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don t consider profit as an ultimate objective, but rather a
device for achieving the socialist objectives.
To the Hong Kong Bank Group, the objective profit, no doubt,
plays a very important role in its operations. Moreover, to
maintain its market leader position, one major objective of the Hong
Kong Bank Group in entering institutional banking market is probably
to deter competitors from challenging.
5.3 Threats to Own Business
EXHIBIT 5.2 THREATS TO THE FIRMS BUSINESS
least most
important important
1 2 3 4 5
USB BOC
a. slowing down of business activities
b. credit loss
c. intense competition and its impact
on profit margin
d. regulation of the Hong Kong Government
e. regulation of home country
f. shortage of competent staff
A very contrasting result is seen here. The ratings on the
various threats by the U.S. banks were roughly in the middle of the
scale. Among the six threats, intense competition and its impact
on profit margin was considered important and this has indicated
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the situation of an intense competition in the local banking market.
Shortage of competent staff, was considered the next important
factor which had restricted the business growth of the banks. This
can explain why the American banks emphasize particularly on staff
training much more than the competitors of other bank groups. In
addition, they also provide a good working environment in order to
attract good people.
The banks in BOC Group were much more concerned with four
constraints to their operations: slowing dawn of business
activities, shortage of competent staff, credit loss and
regulation of hone country. While the American banks concentrate
on the multinational corporations in the upper end, the banks in BOC
Group have primarily a customer base of medium to small sized local
firms, which have directly suffered from slowing down of business
activities. Besides, high loan risk is present in this market
segment. That is why the banks in BOC Group have considered the
threat of credit loss much more important than the American banks.
The Hong Kong Bank Group, according to the opinions of some
executives, seem to have similar problems as faced by the BOC Group.
In particular, with its great ccnitment and leading position in the
domestic market, the Hong Kong Bank Group is much concerned with
factors which affect the banking industry as a whole. Slowing down
of business activities is one such example.
Because of the shortage of competent staff,, the banks in BOC
Group have to restrict their operations primarily in the sector of
traditional ccrrinercial banking. To overcome this problem, the banks
in BOC Group have already started to recruit university graduates in
1982.
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5.4 Emphasis on Marketing Mix












All the three American banks considered product differentiation
as the most important method to win business, followed by credit
management, quality of account officers, image and operational
efficiency. Pricing and distribution are, however, less emphasized.
Citibank rated the factor image much higher than the other two
American banks.
The BOC Group, on the other hand, seems to put much more
emphasis on distribution. The formation of JETCO (Joint Electronic
Teller Services Co. Ltd.) is an example. Other marketing mixes such
as product and service, credit. management and operational efficiency
are less emphasized.
Based on its larger number of branches, the Hong Kong Bank
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group, sees to emphasize particularly an intensive distribution
policy, supported by a wide range of services and efficient
operation.
According to the findings, non-price competition is considered
by the banks to be more important than price competition in
formulating their competitive strategies. Price is not used as an
active variable in the marketing mix, probably due to the rate
ceiling set by the Hong Kong Association of Banks, and the
limitation of banks to make rate adjustment.
5.5 Emphasis on Factors of each Marketing Mix
a) Product and service
Based on the data, the major activities of the BOC Group has
been primarily restricted in deposits of Hong Kong dollar and trade
financing. Its close connection with Mainland China and the growing
importance of China trade have made the function of trade financing
particularly important to the banks of BOC Group. In respect to
certain specialized banking activities like syndicated loans,
underwriting and off-shore operations, the banks of BOC Group are
less aggressive than the American Bank Group. One of the main
reasons was probably due to a lack of specialists in these fields.
Compared with banks of the BOC Group, the American banks put
much more emphasis on foreign exchange services, and consultancy.
In this regard, U.S. banks seem to have combined their expertise in
such activities with their international exposure, which is one of
their major competitive advantages. Besides, they also appear to be
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quite aggressive in product innovation although it is rather
difficult to do so with regards to the regulation enforced by law
and the Hong Kong Association of Banks. Introduction of special
deposit facilities and multi-functional accounts are some examples.
Compared with the two bank groups the Hong Kong Bank Group has
provided a more balanced and full range of products and services.
Out of this product blanket approach the Hong Kong currency deposit
plays the most important role.
EXHIBIT 5.4 PRODUCTS AND SERVICES
least most
Emphasis Emphasis
1 2 3 4 5
USB BOC
1. HK dollar deposits
2. Foreign currency deposits
3. HK dollar loans
4. Foreign currency loans








13. Financial advisory services
14. Other consulting information services
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b) Pricing
EXHIBIT 5.5 PRICING FACTORS
least most
emphasis anphasis
1 2 3 4 5
BOC USB
1. Interest-paid on deposits
2. Loan fees
3. Interest charged on loans
4. Con-missions, fees, and service charges
In banking, price competition takes the form of setting rates,
both for borrowing and for saving, and setting fees for the various
services which it offers. It can be seen that pricing policies of
most banks are similar and the terms offered are roughly the same.
This may be due to the regulation of the Hong Kong Association of
Banks on the best-lending rate, and the extremely price-sensitive
attitude shown by the firms. Although the flexibility of banks in
making interest rate adjustments is limited, banks can still compete
in areas like commission and service charges. Waiving charges for
lower minimum balances can also be offered. Compared with the banks
of BOC Group, the American banks seem to consider these slightly




EXHIBIT 5.6 CREDIT MANAGEMENT
least most
Emphasis emphasis
1 2 3 4 5
BCC USB
1. Willing to assume risk
2. Great authority of individual credit
officers
3. Flexibility
4. Efficiency of credit decisions
5. Well-specified credit guidelines
6. Maximum size of credit corranitment
The differences in banks attitudes towards credit management
are obvious. Even within a same bank group, both aggressive and
conservative policies were found.
Generally speaking, the American banks are more aggressive than
the other two bank groups as reflected by their willingness to
accept higher risk for loans in order to expand business. Degree of
decentralization has been increased in recent years as these banks
mature internationally. Credit officers have been delegated
necessary authority but under a careful supervision of their
performances by well-specified credit guidelines and the upper limit
of credit commitment. In this regard, higher diffusion of
authorities is seen in the other two bank groups.
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d) Quality of account officers
EXHIBIT 5.7 QUALITY OF ACCOUNT OFFICERS
least most
emphasis emphasis
1 2 3 4 5
BOC USB
1. Good academic qualification
2. Banking expertise
3. Good communication skills
4. Good social skills
5. Helpful attitude
6. Similar experience
7. Knowledge of clients business
8. Knowledge of local business situation
9. Knowledge of world-wide business
situation
Based on the findings, nearly all the banks considered
expertise of their credit staff important. This parallels the
general belief that professional competence is necessary in the
banking sector where the services required are sophisticated.
Moreover, banks also compete on the basis of quality of services
provided. Efficiency of credit decisions, friendliness of credit
staff and freedom from error are just sane means by which banks can
differentiate their products.
While the American banks pay more attention to the ability of
cc mnunication and social skills of their officers, the banks of BOC
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Group considered experience as the most important factor for the
quality of account officers. The ultimate aim, probably, is to
offer customers more 'personalized' services with better quality.
The importance of academic qualifications is considered quite
different between the banks. However, as the standard of new
recruited staff will be continuously rising, such differences will
be diminished when the number of better trained new staff increases.
e) Operational efficiency
EXHIBIT 5.8 OPERATIONAL EFFICIENCY
least most
emphasis emphasis
1 2 3 4 5
BOC USB
1. High quality of operational staff
2. Well established operational guidelines
3. Flexibility
4. Helpful attitude
Different attitudes between different bank groups toward
operation efficiency have been formed as stated in Exhibit 5.8.
While most American banks considered flexibility and operational
efficiency important, the BOC Group and the Hong Kong Bank Group
seem to pay less attention to it. Probably friendliness of staff
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and flexibility of operations are easier to achieve in banks of
small establishment, like those American banks in Hong Kong. Large
banks, though may also strive for flexibility and the friendly






1 2 3 4 5
USB BOC
1. Reputation
2. Size of the bank





Building a specific image or goodwill closely relates to the
target market segment chosen and long-term objective of each bank.
In this regard, the Bank of China Group considered the banks
reputation much more important than the other bank groups,
particularly to maintaining a good relationship with old customers.
Innovation has never been emphasized by the banks of the BOC Group.
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On the other hand, American banks have considered both
world-wide connection network, professional competence and
reputation as the most important factors of the banks image.
Investment in promotion activities like television advertising,
maintaining good public relations with the community, and innovative
branch design all seem to organize against the upperend market and
the needs of certain customer segments.
Compared with the other two bank groups, the Hong Kong Bank
Group has considered a long local history, security and size of the
bank as the most important factors. of a bank's image. Large
geographical coverage, a lot of introductory pamphlets and obtaining
considerable publicity by actively involved in community affairs are





1 2 3 4 5
BOC USB
1. Wide geographical coverage
2. Appropriate location
3. World-wide connection network
Parallels to the view that convenience to potential customers
is an important factor in locating a bank, the right location has
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been considered an important condition for selecting bank branches.
The importance of a location selection decision is augmented by the
fact that a small-scale branch, say 6 to 7 staff, is profitable only
after three or four years of operation.
With regards to geographical coverage, both the Hong Kong Bank
Group and the Bank of China Group adopt an intensive distribution
policy, as reflected by their large number of branches. The American




NEEDS OF CUSTOMERS- ANALYSIS AND FINDINGS
6.1 Basic Attributes
6.2 Needs on Functional Areas
6.3 Needs on Factors within each Functional Area
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Chapter VI
NEEDS OF CUSTOMERS- ANALYSIS AND FINDINGS
The data present in this chapter were based on the survey
results of 23 questionaires. The methodology used for this survey
is explained in Chapter III.
6.1 Basic Attributes
Since the sample is rather small, the result will be presented
in an average rating of the three bank groups.
As mentioned before, all the respondent firms are public
companies in Hong Kong, of which most have business relationship
with these three bank groups. Their relationship with the three
bank groups is shown in Exhibit 6.1.
EXHIBIT 6.1 RELATIONSHIP OF THE SAMPLED COMPANIES
WITH THE THREE BANK GROUPS
%No. of companies
48111. The Hong Kong Bank Group
2662. The Bank of China Group
3993. The American Bank Group
It can be seen that almost half of the companies have business
relationship with the Hong Kong Bank Group, followed by the
American Bank Group and BOC Group. This has indirectly reflected
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the position of the Hong Kong Bank Group as a market leader in the
banking sector.
6.2 Needs on Functional Areas
EXHIBIT 6.2 NEEDS ON FUNCTIONAL AREAS
least most
important important








Based on the data, the companies considered pricing is the most
important factor for selecting their banks. This supports the
hypothesis made earlier that most companies in Hong Kong are price-
sensitive.
The respondent firms considered the factor quality of account
officers rather unimportant because they believe that they can make
sound decisions without the assistance of the bank's account
officers.
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6.3 Needs on Factors within each Functional Area
a) Product and service
EXHIBIT 6.3 PRODUCT AND SERVICE
least most
emphasis emphasis
1 2 3 4 5
1. HK dollar deposits
2. Foreign currency deposits
3. HK dollar loans
4. Foreign currency loans








13. Financial advisory services
14. Other consulting information services
As shown in Exhibit 6.3, the respondent firms were in the
opinion that the most important service of the bank is their loans
of Hong Kong dollar, followed. by foreign exchange service. The




EXHIBIT 6.4 PRICING FACTORS
least most
importantimportant
1 2 3 4 5
1. Interest paid to deposits
2. Loan fees
3. Interest charged on loans
4. Commissions, fees, and service charges
Most of the firms are very price-sensitive as indicated by the
high ratings of all factors, particularly interest paid to
deposits and interest charged on loans.
c) Credit management
EXHIBIT 6.5 CREDIT MANAGEMENT
mostleast
importantimportant
1 2 3 4 5
1. Willing to assume risk
2. Great authority of individual credit
officers
3. Flexibility
4. Efficiency of credit decisions
5. Well-specified credit guidelines
6. Maximum size of credit commitment
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The respondent firms ranked flexibility and efficiency of
credit decisions as the most important factors of a bank's credit
management.
d) Quality of account officers
EXHIBIT 6.6 QUALITY OF ACCOUNT OFFICERS
mostleast
important important
1 2 3 4 5
1. Good academic qualification
2. Banking expertise
3. Good communication skills
4. Good social skills
5. Helpful attitude
6. Similar experience
7. Knowledge of clients business
8. Knowledge of local business situation
9. Knowledge of world-wide business
situation
The respondent firms believed that technical competence and
marketing ability are important conditions for a good credit
officer. They must be helpful to their customers, and should have




Flexibility has been considered by the respondent firms as the
most important factor for reflecting a bank 's operational
efficiency. Interestingly, this factor, however, has been rated
least important by many banks.
EXHIBIT 6.7 OPERATIONAL EFFICIENCY
least most
important important
1 2 3 4 5
1. High quality of operational staff




Reputation and professional competence were considered as
the two most important factors for an image of the bank, followed by






1 2 3 4 5
1. Reputation
2. Size of the bank









1 2 3 4 5
1. Wide geographical coverage
2. Appropriate location
3. World-wide connection network
The findings reveal that the companies show a rather modest
attitude to the importance, of various distribution factors.
Nevertheless, there is great difference in the rating of the last
factor. This could be probably explained by the following argument.
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While some companies are large multinational corporations involving
extensive world-wide business activities, most of them only stay in
the domestic market. The former, obviously, would give more credit
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7.1 Existing Strategies-- an overview
According to the findings, the three Bank Groups appear to
adopt quite different competitive strategies. The variance seems to
bear a close relationship with each bank's management philosophy,
and its own strengths and weaknesses.
The Hong Kong Bank Group, in terms of its largest share of the
institutional banking market, is the market leader. On the other
hand, the Bank of China Group and the American Bank Group act as the
challengers. The name of the game is that the leader tries to
defend its leading position, whereas the challengers aim at taking
business away from him. Based on the data, a summary of the
competitive strategies of the three bank groups is shown in Exhibit
7.1.
a) The Hong Kong Bank Group
Being the industrial leader in the banking market, the Group
has been active in respect to competition in order to defend and
enlarge its market share. The strategy adopted seems to
make use of its own strengths in differentiating the products and
services offered, creating something unique industrywide. One major
selling point is its extensive branch network. By adopting an
intensive distribution strategy, as reflected by its large number of
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EXHIBIT 7.1 A SUMMARY OF EXISTING STRATEGIES OF THE THREE BANK GROUPS
U.S. BANK GROUP BOC GROUP HK BANK GROUP
advance market maintain market maintain existing
OBJECTIVES share obtain market leaderposition
achieve certainnet profit position
socialist
objectives
well-selected generic market, generic market,
GRAND target market, move with canpet- move before compe-
move beforeSTRATEGY ition mainly by tition mainly by
competition by imitation deterrent actions
mix adjustments
small to medium-large companies, companies in














good academicgood experience,highly competent
emphasis on long- qualificationQUALITY OF staff, extensive
term relationship experience, comp-ACCOUNT training on prof-
etitive trainingessional knowledge with customersOFFICERS
well-establishedfriendly established guide-
lines, tend to be guidelines, effic-courteous,OPERATIONAL
ient but rigidrigidemphasis onEFFICIENCY
flexibility
image-conscious,highly image-con- few explicit
emphasis on size,scious, stress on activities toIMAGE
security longbuildprofessional




branches and automatic teller machines, it has shaped this dimension
of the market to enter to such a level that competitors find it
virtually impossible to follow, especially in the area of retail
banking. The second selling point is its dominant position in the
Hong Kong banking industry, with regards to its size, long local
establishment, and its close relationship with the Hong Kong
Government. Besides, by investing heavily in electronic banking
which is faciliated by its large network, the Hong Kong Bank Group
is virtually making an deterrent action. While the habit and
behavior of the customers have been changed by the introduction of
electronic banking services, most competitors find it difficult to
cope with this change. Highly demanding financial commitment is one
major reason. The lack of economy of scale is another point. All
these constraints, however, are coped with more easily by the Hong
Kong Bank Group with regards to its strong financial situation in
the market and the large branch network already built.
Although this differentiation strategy may be quite effective
to develop brand loyalty, a certain degree of vulnerability still
exists. The convenience provided may be offset by other negative
factors. With regards to its management structure and style, the
Hong Kong Bank Group appears to be bureaucratic in nature. This
happens to any large corporations, and inflexibility in operations
usually follows. Although large banks may strive for the friendly
relationship, it is probably much easier to achieve in small banks.
All the above factors would lead to development of unhappy
customers, especially if these customers are sophisticated in their
needs and are seeking more personalized services. Besides, it is
expected that the present close relationship of the group with the
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Government may be diminished in the future when the political
situation changes.
b) The American Banks
In order to increase their market share, American banks usually
adopt a rather aggressive competitive strategy. Citibank, in
particular, always challenges the industrial leader in each
geographical area it operates. In Hong Kong, they primarily adopt a
focus strategy. By focusing on a particular market segment, various
functional policies are built around this theme. It seems that such
strategy has a less chance of attracting the market leader 's
attention, and thus minimizing retaliation from the leader.
Besides, since the scope of the American banks' operation in Hong
Kong is rather limited, they have to concentrate in certain target
market segments. In this regard, the target market of these
American banks appears to be the large multinational corporations
and other well-established local companies. This is closely related
with their selling points, including their well-established
international connections and professional expertise.
In order to mount a successful attack against the strong
leader, American banks seem to base their competitive advantages
primarily on image building and product innovation. This involves
heavy promotion and innovative design of products and services, in
terms of both quality and quantity. Heavy advertising with emphasis
on professional competence and helpful attitude, introduction of new
multi-functional accounts and deposits facilities, courtesy and
friendliness of staff, and beautiful branch design are some
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examples.
Some differences among the American banks strategies do exist
and these are related to one of their inherent constraints. Since
they are all bound to their parents policies, different management
philosophies had led to different competitive strategies. This
might be undesirable as the efficiency of important strategic
decisions would be negatively influenced, diminishing the groups
competitive ability in the market. Besides, frequent change and
replacement in senior management staff of this group would
definitely affect the loyalty of both customers and internal
employee.
c) The Bank of China Group
The influence of the home country's policy, as mentioned
earlier, appears to be very strong in this bank group, reflected by
their uniform management structures and styles. Such an
ethnocentric orientation could have reduced the competing ability of
the banks in the BOC Group as the operations had become rather
conservative and inflexible. Since the economic reforms in China,
the banks in the BOC Group have been delegated to greater autonomy
in order to increase the adaptability to the changes in business
environment.
In contrast to the aggressive strategy of the American banks,
the banks in BOC Group have adopted a conservative strategy as
reflected by their reactions to the actions of the competitive
groups usually they just follow the competitors' move.
Besides, shortage of experienced and competent staff also
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confines the Group's activities to more traditional commercial
banking activities relying on a customer base of mainly middle to
small-sized firms. However, with the growing influence of China in
Hong Kong and increase in China trade, the banks of BOC Group are
expected to play a more important role in the Hong Kong banking
sector.
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7.2 Effectiveness of Strateqies
There are a number of ways to look at effectiveness, but the
most important point relates to the fulfilment of objective. The
degree of matching with customer needs could give insights in this
area, especially banking is considered to be primarily a service
industry. A comparison of the rating of the bank groups and that of
the firms is thus made in the following dicussion.
a) Needs on functional areas
EXHIBIT 7.2 NEEDS ON FUNCTIONAL AREAS
(*-- difference)
Customers U.S. Bank BOC Group
Group
4. y
4 1 21. Product & Service 5 2
2. Pricing 2 25 3 3
4 23. Credit Management 4 20
3 04. Quality of Account Officers 3 4 1
2 24 45. Operational Efficiency 0
3 144 06. Image
4 10337. Distribution
4 10
It appears that the offerings of the American banks match
better with customer needs than those of the BOC Group.
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b) Needs on factors within each functional area
Comparison of the strategies of the bank groups in each
functional area is shown in the following exhibits.
EXHIBIT 7.3 PRODUCTS AND SERVICES
(*-- difference)
Customers U.S. Bank BOC Group
Group
21. HK dollar deposits 3 3 0 5
3 3 02. Foreign currency deposits 3 0
4 1 4 13. HK dollar loans 5
4 1 034. Foreign currency loans 3
1 34 155. Foreign exchange services
1112 36. Syndicated loans
22 5537. Import/export financing
2 1 0318. Trust services
111329. Underwriting
1 012110. Security trading
1113211. Off-shore operations
3 014312. Electronic banking
2114313. Financial advisory services




EXHIBIT 7.4 PRICING FACTORS
(*-- difference)
Customers U.S. Bank BOC Group
Group
1. Interest paid to deposits 5 3 2 23
2. Loan fees 4 3 1 13
3. Interest charged on loans 5 23 23
4. Commissions, fees, and service
charges 4 3 1 2 2
6 7
EXHIBIT 7.5 CREDIT MANAGEMENT
(*-- difference)
Customers U.S. Bank BOC Group
Group
4 1 3 01. Willing to assume risk 3
2. Great authority of individual
2214 3credit officers
231453. Flexibility
2 3144. Efficiency of credit decisions 5
5. Well-specified credit
4 1 1 23guidelines
6. Maximum size of credit
5 1 4 04commitment
6 9
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EXHIBIT 7.6 QUALITY OF ACCOUNT OFFICERS
(*-- difference)
Customers U.S. Bank BOC Group
Group-
3 4 1 3 01. Good academic qualification
2. Banking expertise 4 15 4 0
3. Good communication skills 4 5 1 3 1
4. Good social skills 3 4 1 3 0
5. Helpful attitude 4 4 20 2
6. Similar experience 3 3 0 4 1
7. Knowledge of clients business 4 1 13 3
8. Knowledge of local business
situation 4 3 1 13
9. Knowledge of world-wide business
situation 2 2 20 0
6= 6
EXHIBIT 7.7 OPERATIONAL EFFICIENCY
(*-- difference)
Customers U.S. Bank BOC Group
Group
4
2 24 01. High quality of operational staff 4
2. Well established operational
2 1033guidelines
44 1 153. Flexibility





Customers U.S. Bank BOC Group
Group
14 4 0 51. Reputation
4 1 2 12. Size of the bank 3
3. World-wide connection network 2 3 03 5
1 1 2434. Innovation
124 135. Helpful attitude
21 02 36. Aggressiveness




Customers U.S. Bank BOC Group
Group
121431. Wide geographical coverage
4 11432. Appropriate location
211433. World-wide connection network
3 4
Based on this analysis, it appears that the American Bank Group
is much better than the BOC Group in catering for the needs of the
customers, particularly in credit management and operational
efficiency.
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7.3 Emphasis on Functional Area
According to the findings, no bank has a perfect match with
the needs of the customers. For example, the firms are extremely
price-sensitive, but none of the banks has indicated this. The risk
of credit has forced the banks to accept minimum returns. To cope
with competition and slowing don of loan demand, more emphasis
on pricing strategy should be adopted.
The second implication is that operational efficiency is also
very important to the customers for choosing banks. In this
respect, American banks were evaluated to be better than the other
two groups.
In respect to efficient credit management, the BOC group
received a low ratings. As compared with other banks, this should
affect the BOC group unfavourably when competing with other bank
groups.
7.4 Emphasis on Factors within each Functional Area
a) Product and service
While the American and Hong Kong bank groups recognized the
importance of customer needs for Hong Kong dollar loans, the BOC
group seems to lag behind in several areas, such as foreign exchange
business and financial advisory services.
Since companies' needs are quite different, it is more
meaningful to analyze the market segmentation policies of these
three bank groups. While the American banks tend to put their
emphasis on specialized banking activities, the BOC group
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concentrates particularly on China trade financing.
b) Pricing
In banking price competition takes the form of setting rates,
both for borrowing and for saving, and setting fees for the various
services when a bank offers. Due to the regulation of rate ceiling
by the Hong Kong Association of Banks, however, the banks lack much
flexibility in setting their rates. This limitation in adjusting
rates explains why all the three bank groups did not consider
pricing as an important area in institutional banking. Non-pricing
competition, where price is not used as an active variable in the
marketing mix, appears to be more important. Although the
flexibility of banks in making interest rate adjustments is rather
limited, banks can still compete in areas like commission and
service charges. This should deserve more attention with regards to
the very price-sensitive attitude of the firms.
c) Credit management
Two implications could be drawn here. First, American banks
seem to rely more on their efficiency of credit decisions to win
business. This, apparently, parallels the needs of the companies.
Second, banks should be more flexible in their responses to their
customers. Under such dynamic and competitive environment,
inability to meet needs promptly could lead to loss of business.
The BOC Group, thus, should pay more attention to this aspect.
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d) Quality of account officers
One implication here is that both the companies and the banks
think banking expertise is very important. Besides, most of the
banks put correct emphasis on understanding the clients business
and local business situation. The latter, in particular, is one of
the competitive edges of both Hongkong Bank and the BOC Group.
However, according to the findings, such professional competence
should be complemented by an helpful attitude towards the customers.
Therefore, the banks should pay more attention to their account
officers in this area.
e) Operational efficiency
Flexibility, once again, is a determining factor. According to
the findings, both Hongkong Bank and the BOC Group seem to lag
behind in this aspect. To improve in this area, however, might
involve great changes in both banks and would be rather prohibitive.
f) Image
It appears that both the banks and the companies consider
reputation as a very important factor of a banks image.
Nevertheless, the strong emphasis on world-wide connection network
by American banks seems to receive little recognition from the
companies. One probable explanation may be that while wide
international exposure is appealing to large multinational
corporations, it does not have the same meaning for most local
companies. Indeed, professional competence is regarded more




One important implication here is that appropriate location is
at least as important as wide geographical coverage. while the
establishment of new branches is rather costly, it may thus be wise
to do that only after careful analysis. The banks, recently, seem
to share the same opinion towards this matter. The laver increase
in number of branches is one supporting example.
Another implication lies in a fact mentioned before. Different
types of companies give different ratings towards extensive
international network. These differences in attitudes may imply
better market segmentation is desirable. The rationale is that one
should sell one's competitive strengths to others who recognize
these strengths. Judging in this way, choosing large multinational




There are two sections on this questionaire. Section I is on background
information of your bank. Section II is on factors that your bank will
consider in placing your strategic emphasis of your competitive
strategy. Please answer the questions according to the instructions
given. All information collected will be kept strictly confidential.
Section I
1. The home country of your bank is:
2. The year your bank first started its banking business in Hong Kong
is:
3. The number of employees currently hired' in Hong Kong is:
4. The number of branches of your bank in Hong Kong is:
5. The number of ATMs (including those from other banks) in Hong Kong
which can provide services to your customers is:
6. The number of overseas branches:
U.S.A. China Europe (except U.K.)
United Kingdom Asia (except China)
Middle East Others
7. The asset of your bank in Hong Kong is:
8. Please state the relative emphasis of your bank in
Individual Banking: %
%Institutional Banking:
9. The expected rate of profit growth of your banking operations in
Hong Kong is: % per year.
10. Please rank the following objectives of entering the institutional




1 2 3 4 5a. net profit
1 2b. increase market share 3 4 5
1 2 3 4 5c. compete with others
2 43 5d. facilitate the worldwide banking operat'ns 1
e. Others, please specify
1 2 3 4 5
11. Please rank the following problems in terms of seriousness of




1 2 3 4 5a. slowing down of business activities
1 2 3 4 5b. credit loss
c. vigorous competition and its impact on
4 51 2 3profit margin
4 531 2d. regulation by the Hong Kong Governmen
4 5321e. regulation by the parent country
4 5321f. shortage of competent staff
g. Others, please specify
1 2 3 4 5
Section II
This section is on factors that your bank will consider in placing your
strategic emphasis. Please answer the questions as follows:
A score of '1' represents the least important factor, and the
degree of importance increases in ascending order with '5' as
the most important one. Circle the appropriate number for
your answer.
A. General
With regards to the present competitive strategy of your bank, what is
its relative emphasis on each of the following functional area?
least most
emphasis emphasis
41 2 3 51. Products & Services
1 2 43 52. Pricing
41 2 3 53. Credit Management
41 2 3 54. Quality of Account Officers
41 2 3 55. Operational Efficiency
41 2 3 56. Image
41 2 537. Distribution
B. Specific Areas
With regards to the present competitive strategy of your bank, how
important are the various factors within each functional area? Please
rank their relative emphasis (when compared with other factors within
the same functional area)*
B.1 Products and Services
least most
emphasis emphasis
1 2 43 51. HK dollar deposits
1 2 43 52. Foreign currency deposits
41 2 3 53. HK dollar loans
421 3 54. Foreign currency loans
1 2 43 55. Foreign exchange services
41 2 3 56. Syndicated loans
41 2 3 57. Import/ export financing
2 4 51 38. Trust services
41 2 3 59. Underwriting
42 3 5110. Security trading
43 51 211. Off-shore operations
42 3 5112. Electronic banking
4 52 3113. Financial advisory services
43 52114. Other consulting & information services
15. Others, please specify




1 2 3 4 51. Interest paid on deposits
1 2 3 4 52. Loan fees
1 2 3 4 53. Interest charged on loans
1 2 3 4 54. Commissions, fees, and service charges
5. Others, please specify




1 2 3 4 51. Willing to assume risk
2. Great authority of individual credit officers
1 2 3 4 5
1 2 3 4 53. Flexibility
1 2 3 4 54. Efficiency of credit decisions
1 2 3 4 55. Well-specified credit guidelines
1 2 3 4 56. Maximum size of credit commitment
7. Others, please specify
1 2 3 4 5
B.4 Quality of Account Officers
mostleast
emphasisemphasis
1 2 3 4 51. Good academic qualification
41 2 3 52. Banking expertise
41 2 3 53. Good communication skills
41 2 3 54. Good social skills
1 42 3 55. Helpful attitude
1 2 43 56. Similar experience
1 42 3 57. Knowledge of clients' business
1 2 3 4 58. Knowledge of local business situation
42 3 59. Knowledge of world-wide business situation 1
10. Others, please specify




42 3 511. High quality of operational staff
4 52 312. Well established operational guidelines
4 51 2 33. Flexibility
4 52 314. Helpful attitude
5. Others, please specify




1 2 3 4 51. Reputation
1 2 3 4 52. Size of the bank
41 2 3 53. World-wide connection network
44. Innovation 51 2 3
41 2 3 55. Helpful attitude
41 2 56. Aggressiveness 3
2 41 3 57. Professional competence
8. Others, please specify




1 2 3 4 51. Wide geographical coverage
1 2 3 4 52. Appropriate location
1 2 3 4 53. Worldwide connection network
4. Others, please specify
1 2 3 4 5




There are two sections on this questionaire. Section I is on company
background information which is solely for classification purpose.
Section II is on factors that your company will consider in selecting
your MAJOR bankers. Please answer the questions according to the
instructions given. All information collected will be kept strictly
confidential e
Section I
Information in this section is solely for classification purpose.
Please feel free to check more than one if necessary.
1. Your parent company is located in:
United KingdomHong Kong U.S.A.
Europe OthersJa pan




3. The number of employees currently hired in Hong Kong is:
201 to 50051 to 20050 or below
501 or above
4. Please list the major bank(s) which have business relationship
with your company at present 0
Section II
This section is on factors that your company will consider in selecting
your MAJOR bankers. Please answer the questions as follows:
A score of '1' represents the least important factor, and the
degree of importance increases in ascending order with '5' as
the most important one. Circle the appropriate number for
your answer.
A. General
In selecting your MAJOR banker in Hong Kong, how important are the
bank's performance in the following functional areas?
least most
important important
1 2 4I. Products Services 3 5
1 2 43 52. Pricing
1 2 43 53. Credit Management
41 2 3 54. Quality of Account Officers
3 41 2 55. Operational Efficiency
4 51 2 36. Image
2 3 4 517. Distribution
B. Specific Areas
In selecting your major bankers, how important are the following factors
in the functional area where they belong? Please rank their relative
importance (when compared with other factors within the same functional
area).
B.1 Products and Services
least most
important important
1 2 3 41. HK dollar deposits 5
1 2 43 52. Foreign currency deposits
1 2 43 53. HK dollar loans
1 2 43 54. Foreign currency loans
1 42 3 55. Foreign exchange services
1 2 3 4 56. Syndicated loans
41 2 3 57. Import/ export financing
42 51 38. Trust services
41 2 3 59. Underwriting
42 51 310. Security trading
4 52 3111. Off -shore operations
4 51 2 312. Electronic banking
4 52 3113. Financial advisory services
4 52 3114. Other consulting information services
15. Others, please specify




1 2 3 4 51. Interest paid on deposits
1 2 3 4 52. Loan fees
1 2 3 4 S3. Interest charged on loans
1 2 3 4 54. Commissions, fees, and service charges
5. Others, please specify




1 2 3 4 51. Willing to assume risk
2. Great authority of individual credit officers
1 2 3 4 5
1 2 3 4 53. Flexibility
1 2 3 4 54. Efficiency of credit decisions
1 2 3 4 55. Well-specified credit guidelines
1 2 3 4 56. Maximum size of credit commitment
7. Others, please specify
1 2 3 4 5
B.4 Quality of Account Officers
mostleast
importantimportant
1 2 3 4 51. Good academic qualification
2 41 3 52. Banking expertise
41 2 3 53. Good communication skills
42 54. Good social skills 1 3
1 2 4 535. Helpful attitude
1 2 46. Similar experience 3 5
1 42 3 57. Knowledge of your business
1 2 3 4 58. Knowledge of local business situation
2 4 539. Knowledge of world-wide business situation 1
10. Others, please specify




1 2 3 4 51. High quality of operational staff
1 2 3 4 52. Well established operational guidelines
1 2 3 4 53. Flexibility
1 2 3 4 54. Helpful attitude
5. Others, please specify




1 2 3 4 51. Reputation
1 2 3 4 52. Size of the bank
42 3 513. World-wide connection network
4 531 24. Innovation
4 531 25. Helpful attitude
4 521 36. Aggressiveness
4 51 2 37. Professional competence
8. Others, please specify




1 2 3 4 51. Wide geographical coverage
1 2 3 4 52. Appropriate location
1 2 3 4 53. Worldwide connection network
4. Others, please specify
1 2 3 4 5
Please give any additional comments (such as your special needs) you
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